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Department of Defense 


$ THOUSAND Penalties Paid 


FY ’83 - 4th Qtr FY ‘84 
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TABLE 1 


DOD INTEREST/EARLY PAY STATISTICS 


No. Interest Penalties 
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No. Early Payments 
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FY-=s3 


118,689 
$2.019 


1,298,986 
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TABLE 2 


COMPARISON OF STATIONS REPORTING SIGNIFICANT PENALTIES 


(STHOUSANDS) 
FAO FYeas FY 84 Pe (Gb sce 
18th PSC — EUR 2296 $75 $221 
MDW 150 66 84 
Vit CORP - EUR 70 69 pe 
FT HUACHUCA ox 9 a2 
45TH FSC = EUR BZ 6 46 
ET LEWIS 50 32 18 
FT MONMOUTH 39 2 o7 
WALTER REED 38 sia ( Tis) 
FT IRWIN 26 > 2a 
FITZSIMMONS 24 28 (4) 
TOTAL | $806 $443 $363 
Penrcenc Of (;Ordl ry 67% 54% 
interest penalties 
these ten stations 
represent 
FY oS FY 84 
Total interest Penalties Incurred * $1,200,000 $828,000 
Total Late Payments 277214 25,944 


*PY 86 Straight line Projection is estimated at $1.5 million 


(Ref. 12] 
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TABLE 3 


VALUE OF INTEREST PENALTIES IN DOD FY ]S3e=er aes 


FY 83 Value of Interest Penalties - Percentage 
DOD $2,019,000 100 3% 
Air Force 141,000 7 
Army 267,000 ie 3 
Navy 751000 75 % 
FY 84 

DOD $4,057,000 100 % 
Airc Force 208,000 5a) oe 
Army 828,000 20.4 % 
Navy 2,848,000 UA 
RYee> 

DOD $3,608,000 100 3% 
Air Force 266,000 7.4 % 
Army 1,199,000 33428 6 
Navy 1,778,000 49.3 % 


*Other agencies within DOD accounted for the remaining totals in 
percentages and total amount. 


(Refs. 12, 13, 14) 
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MeceesSin, tine Air Force is destined to acnieve its 
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Meer Cie rrompLe rayivence Act will nave a sreater afrect 
Memmeie Oeriornance of YOOT aes is due to tne niscn vaiue 


In am 


Memmpreeheoe ex DeWsce Jaid DY tne ilavy (TASLE 4). Stectistics 


TABLE 4 


ARMY DEBT BY CATEGORY 


(SMILLION) 
SEP 84 SEP@s5 ENG; (DEG) 

OSAR S$ 49 $ 49 $ 0 
NAF rs 2 (13) 
MEDICAL 15 8 (7) 
COUPONS 6 5 (at 
CONTR 6 6 0 
PVT AGY 4 . s 0 
FAMILY HS 4 5 Cy) 
FOREIGN 4 4 0 
MISC 6 3 (33) 

Subtotal $]09 $84 $ (25) 
NEW DEBT (AFTER SEP 84) 
INTERES. $ QO > oe ee =! 
REFOR/MFR 0 y y 
CUPON CON 0 3 3 
MIS -RCeTS 0 > 5 
MISC 0 1 i 

SUBEO tal 0 2 Z25 
Toad 9109 $109 Ss @ 

(Ref. 18) 
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care 


Meret canexceeged 593,090) prompting cnanzes in leadership 
Mere eaeclVigy and Zaininzg increasSin:= ettention fron 
Memeer Ccnelons. Ine learnings curve was exsensive, out 
Maeay, 2AROCPAC tnrousd automation has reduced interest 
ements tomal00. (Refs. 15, 15] 
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Tne following major initiatives have been taken to reduee 
interest exvense with favoraole results: 


a. Automated irvoice trackin? systems Were )¢s0q0is am 
at all major oill-paying activities, enacaae 
invoices to oe properly scheduled ton ea ee caues 
accordance with tne Pronot Payment Acc anaes 
manazenent tuidelines. 


dD. lanazemnent attention was intensified at major claayae 
Mavins activities With hlegnyinterest. ex sense 


c. wW4AVCOMNPT intensified its scnedulinz of Fee 72am 
performance monitorint, monthly reportinzg to i/ay yee 
commands, and decame involved witn speciric acvly fame 
responsisle for Fizn interest cenaluiese 


d. itajor ennancenents were made to computer hnardivare 
and ADP systems at ttio of tne larsest bilv=o2 ae 
activities. (This alleviated lonz standin. tacicmaee 
and ensured improved future processing). 

e. The automated Navy Interest Payment System (ae 
was refined and expanded to z3atner and array vay 
Interest cava, 


AS personnel sained experience and oesan 
in 


unGerstandins and: spo the technnoloszy, tne ifavy peszan 


} 
-< 


HD 
~ 
to iwiprove as indicated py FY 35 results in ilgeoe 

expense. Tnere is a potential for even better resuleama 


ree Os 


cO as the ilavy finally takes its place anonz the 


ty 


elites in the area of casn manasenment. [Rer. 46] 





The Debt Collection Act of 1902 altevecart ee 


asenties to report delinquent accounts to .privatete = aee 
Jureaus. Tnis would give the asencies Tieetool= aaa 


i“ ( 


tT 


mecwend CO wigs ce teceras dewc collection eifective and 
PP eo eye. tne tree oOoOj;ectives for this initiative 


ae | L crip 
ose y apes 


Gee Omave avecroule fOr ene™rirst time Wotn tne Fe 
TOvCcunVetibeanGmorivate Sector credit nistory when 


7 


evaluating ene credit Wortriness and financial 
Geemaeltaey Of mee seeanlsS requesting rederal 
assistance. 
Selowe,oyrae as inecnetve to delinquent deotors to 
Boo dy seo mumeovormment Ceot in a wore timely waanner 
Deo Ceo ee mete DOrTLing process tnat could 
oie Ciel: Cheuluseawiins sali: LTULUre ability to 
Oorrows ner . St fa 
(oooh Ov mennre Cvo 15Sues Whien warranted inost 
attention under tne Debt Collection Act were: (1) 
Delinquent public receivables and (2) Out-of-service 
mBeeounvs Receivables (OSAR). 
Prune respeee tO OSAKS, the enlibnasis is on consumer 
Mewavec Geous and the ability of the services to collect 
Meewiedes. Inese Gdedts are not contractor related, out 
Peieeeecimccoos Of Individuals, Coliections rrom contractors 
ere a result of Ganazteriail pressures and perfornziance 
Mitel ecian tie efiect of tune DesSte Collection Act. 


Beeciin 20D, “ne Services are priwarily conecerned witn 


Pee debts which are directly effected by the Debt Ccllee 


= eet : rm x 1 aN Bae as cat Ps eee es 
PemeCr a Ne, pesveec., Or Tne OSAR 15 in two areas: 


Mie cdeous owec Sy memoers currently drawinz pay (Ccalled 


3 


Pumein—Service debt), and (2) debts owed dy members 


44 


wno are no lonzer in an acUlve duty svat as ee ee 
(Caiied out-or-service dedts). Taese two areas encompass 
active duty, retired, reserve, and CiVi sian peree 77 ee 
[Rer. 19] 

in-service Gcebts are trivial when compared to 
cut-of-service debts. A majority of. in-service deots are 
caused by miscaiculalions of pay wWnlen are suo jecuee. 
reconciliations during tne following Day Served nee 
services experience some forms of adjustnenvus vow goa ecmeee 
pay during each month. Occasionally, overpaymene Fes vee 
tTNat may go unnoticed for montns before being Gdiscovereaus 
Inis occurs in tne Army's and Wavy's records pnecese as 
and tne Air Force's JUMPS. Normally, neeconeiliaesonem ss 
easily performed witnout the member's consent or Compiainge 

Tne out-of-service debt is not Subject to as fiiea 
manipulation. da#icnin DOD it is the focus of theme eee 
ewa-@etion Act. The main cause of tie out-of-core. 
dept 1s tne unplanned separation of military memoer Swi 
service for various reasons (Numanitary, unsatisvaceea: 
Nerrormance, discipline, drusz or aveonol aduse, 2 aan 
SAT enenOOG, OT Pres naney). In Situations where a Wago2a 


das received a oonus or nas excess leave 1 057 oeeee 


Gi 
= 
© 
Ca 
«) 


amounts fais into tne OSAR catesory. OSAKR 25 alsouap peau 


r+, 


by advance pay, improperly paid entitlements. )anleee ee 


equipment under custody or an individual WhO ase seoane 


e+ 
7 
O 
= 
ct 
a) 
(D 
(A 


mnen apoired to an indivicuail, 


Sey 1 OS. Tne exces 


U4 


Le 


i 


ave 


DULL 


ire ao ul) 


(pb 
(2 
O 
cs 
ct 


mete oOouUlatiOn Of tne Service tne amount 1S excessive 


Mem warrancs the ATEEGCNTIOnN of senior officiais and Con 


Meee ls One tne inhitiageives of the Dest Collection 


Pee oranem Of "Ene SEnvVice mas a@ diiferent system or 


aecounting put @acn faces tne 


Service debts. [rRef. 138] 


Tnere are different 


approacnes 


Same problems or out-or- 


Souveept of OCSAR. Tne Deot Coliection Act provides a 


Serves of StePpS for oucv-of-service deot coliection 


feeeee—Oft Deing tne final soluticn if tne proces 


Tne out-of-service deot collection process nas e 


a. identiry the debt. 


D. metab. i2smememe locale of tne dedtor. 


Ge. Progressiveliy stronger demand letters (tnree 


eacn) 


@. interest, administrative, 


Sonpu ced. 


aie 


9enaicty cenar 


e, PeOUte ear cuand sacdministrative review. 


t. Tne waiver process 


~ 


oe Etugienaesuracudve O1:32C. 


Swe recali:. Freporting orocess. 
Mme coredic coilection proces 


Mee KEierral to Justice. 


fame se rite-orf process. 


wt 


y 
S 


Fram 
eo 


fe, 


in amalyzinz <ne 


Tnese steps are perrorméd in 2 manner sme 


tA) 


proces5S tO ensure ail reasonapie efrort is aade to coum 
age Lo NO ee initlating a write=-o0rr Of thevaccouna 
Se 20) 
awe Armny'S -Pertorwmanes 

Among the services, tne Army seens tO Derigms 
more effective in complying with the Dest Sonne o Uae 
in spite of Senator Proxmire s Golden Ficece award@aaied 
was ziven to tne Army for tne month Of Maren P9oo" Ene 
award i185 given to the agency which does tne worst job or 
collecting out-of-service deot for a s1Vvén Mencia ee 
Army's main frame computer nas OSAR files aiready estadeismes 
whicn allow tne Army to resoond to requiremetes spvaeemee: 
the Deot Collection Act, Wnereas other services must 
first develop the capaoility. Taole 4 shows tne compiete 
breaxdown of the Army's receivadie deots, witn OSAR being 
tne leadinz category for FY 34 and FY 35 wWitaaeee 
‘mitiion deot (tne differences amons tne servilessuoecea, 
nere pecause tne Air Force nas contractors as @iesememan 
dept and tne Navy nas foreign Usot%as tne re eagme 
catezory) bdut eacen service nas a Sisnliiceandy VSanee oem 


fA3Le 5 iS a detaiied anaiysis of OSAR. S5e0nuses Vana eee 


oF 


Se@2arations are major contrioutors te Out=-o7—sor ee 


foeou. Meee Oo 


uy 


Bonus 
Early sep 
Excess lv 
Ros/gpld 
Non Entit 
Other 


Total OSAR 


TABLE 5 


DETAILED OSAR ANALYSIS 


(SMILLION) 
PSG FY 84 INC/ (DEC) 
$24 $24 S$ 0 

14 is ) 

3 3 0 

5 3 0 

4 5 il 

1 1 0 
$49 $49 5 0 

[Ref. 18] 
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TASLE 6 1s a détalsed Army srojection of sa an eee 


reduction for FY 66 due to referadles being passed to tne 


©) 


Justice department, coliection azsencles ass toeene = eae 


U3 


otner deots becoming noncurrent. Because Of 103 e@xpeqvemem 
in adjusting to tne requirements of tne Deol Commece ae. 
Act with automation, tne Army has focused management 
atcentlion on inltlavives towards not OnfyY reat es eee 
debt but aiso estadlisning means Of d@bdt avol@anecee 
Under OSAR, toe Army is performinzs a Detter joo Of SCreemeaae 
personnel ror outstanding dedts prior to sepa var 
is doing a better job of tracking early separation Sayigemieee 
1s proriling bonus debtors; and 18s reducing wnere apo vge ee 
advance ieave status for it members. [Ref. 20] 
5. Air Force Perrormance ; 

Tne Alr Force's largest debt Cateuo, ae 
contractual deots, with OSAR at 516 willion. (i4¢2 ser 
Tne Air Force currentiy does not possess any automecae. 
£2 address tne requirements of tne Deot Collectse 1 aw 


A system is expected to oe operationa.: dy Septemver lyda. 


vat 


tae proposed system wiit possess tne capadilicy to Invenewes 


ot 
¢ 


Wom san aACCOuUn Gin. and chien In addition te eae 


©) 
ae) 
) 
wa 
) 
ci 
ay 


otner daeiinquent atcounts. Ine lack Of autOnacienmne 


Toreed tne Alr Foree to tocUs ILS atvenvlonome 


prevention, wnicn aas peen successtul in Minnie ee 


Bonus 
Eaely Sep 
Excess lv 
Ros/gpld 
Non Entit 


Others 


*Less: new 


Referrals 


Total OSAR 


*Referrals 


Justice dept 


Soll agy 


Mon cur 


Total Refer 


TABLE 6 


ARMY DEBT PROJECTIONS 


Detailed OSAR Analysis 


SEP 84 
$24 


14 


$49 


$l 


$2. 


CS ivon) 


(incr after SEP 84) 


[Ref. 


18} 


4/7 


MAR 86 
$24 
We: 


(a7 ) 


932 


aS 
928 


INC/ (DEC) 
S$ 0 
(1) 


(17) 


SIE 


TABLE 7 


AIR FORCE SCHEDULE OF TOTAL DELINGUZI@ias 


Out-of-service debt $ 18,234,353 08 
Payroll overpayments 1,802,164.60 
Contractual debts 69,525,486,24 
Foreign governments 876.46 
Industrial/stock fund | 12,659,137 eee 
Freight claims 421,096.81 


Other (information not available 
at AFAFC) 12,942 0374 


Total delinquencies $115.94 20877 


(Ref. 44] 
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eee Oeics ltr alicemacion Catcnes Upsse tne alr 
ae comviliet all short im complying Witn tae provisions of 
the Debt Coliection Act. (Ref. 21] 
Commtiones@iwavy Periormance 
The Navy automated system, Like tne aAir 
meree's, Nas seen Overwnelmed oy tne requirements of tne 


Meee Collection Act. Ine Navy nas an automated syst 


49) 


a 


pueeeewtlacks tne capability Fo interrace ana suomit data 


{v 


momene OosAR collection process ( e.g., tne system Lacs 
Deco) TY seomne late referrais toxrcollection 
@eencies or carry out the deiivery of tnree debt letters). 
Tne davy is seeking additional software to provide increased 
Capability witn an implementation date during tne satter 
part or FY 386. Tne Navy's pay system is more compiex 
meyeeie Over Services and this contridutes to tne 
prooilem of implementation. One atveemoaratave scale. tune 
waynes wie PUrcenesc TO £0 in complyinz with tne required 
Meovisions of the Deot Collection Act. Momo tmv ay 1 Noo, 
Peers OroOoOriate System fOr sSoivViInNeE tne deov collection 


problems aas not been identified. [kKer. 16] 


fee DOD AUD CASH HANAGEMENT 

On 14 Novemper 19/7, President Carter issued 4 djirective 
Pequiring a Study o¢€ conducted to examine casn management 
@_~~ee es ana practices taroughouc the Zxecutive brancna. 
Mies study would oe performed jointiy oy nis staff ana tne 


4g 


Treasury vedoartment. Ine iInten2 Of (eno cee 


OP) 


LO 
identify areas wnere modern casa Nanazenent Veena 
could be applied to tre federal casn [lOve tCoe oe 
federal debt requirements and interest eanre co. 
Three months later, a General Accounting (GAQ) report 
Stated that federal agencies were paying their Ore loeeeee 
timely manner, out 1n certain cases delays tagmeecet 
amv in others bilis were being pdbaid eariier tnan neceaeaae 
Both the GAO report and tne President"S Stari apo, cuem 


Maren 1973 recommended improving contractual agreement 


OF) 


to ensure bills are paid When required. and newmeacm, 
Nor Late. Rete s |! 

Resulting trom tne reoorts, tne Treasury Vedartmege 
issued Chapter 8000 of Treasury Fiscal Requirements 
4anuai (I-TFRM. 6-8000) entitied Cash Management. Tne 
desired zoal was to maximize tne cash bnalance avanimaum 


om) 
1 


Oo the 


ct 


reasury and to prevent unnecessary borrowing. 


After tne publication or the cnanter, DOD intera see 


ye 


study to evaluate tne armed services Ccasn Nanasterene 
programs. Amonz tne services the performances Varpiege 
wuac proceeded afterwards was a series of Congressional 
Acts wWitn an underiyins intencvion of Improv ee 


management. (Ref. 22] 


Sec eee Oe Phe ailleN? Of THe LAW 

IMC mre Colones sae LslatOrS, the majority aggre 
meecmeorrene Obd2Zec trends are nowt SuUStalnabdle and tnaz 
Mesera! Spending end tne dericit are out of control. 
During FY 85, statistics snow revenues for the Federai 
Government increased oy $07.5 billion. Taoais amount was 
exceeded oy tne growta Moree eral Ollulays of o94 Dilbion, 


Mees harsese One-year increase in American history. 


Mememaericit during FY o> prew from $185.3 oliiion to 3211.3 
mee ston.  TABLe § snoOwS toat oetween FY %3 end FY 365 Federa: 


Spending expanded from $111.3 bitlion to 8946 biiiion. 
-Tnis growtn represented a 144, increase over tne oase 
year. Siew Giereoes fovedr ciate tne federal ouriay 
Share of tne Gross eo) OnladeProducte(GNPjefotiowed tae 
Meouun tiene federal budget. Tne FY 85 outlay or $734 
Breet 2On resresented 24.7% of GNP wnicn was far above tne 
Bim averaze. As a resuit, tne FY 85 pudget deficit 
eee 11.9 OlLilon Was approximately 5.5% of GHP. fae 
Meowed ln f.eé0erad spending is tne inajor cause of tne 
@errent deficit. LRer. 23] 

Congress is designated tne guardian of tne Treasury's 
Pemeoe. OUT during tne past few years, Congress's Sole Oo! 
Meas Deen sravely weakened due to deciine in interdepencence 


feet 2,encies, commitcees, and related grozrams. 


Ni 
=i 


TABLE 8 


FEDERAL BUDGET AND THE GROSS NATIONAL PRODUCT, SELECTED YEARS 


(SBILLIONS) 

Year Budget Receipts Outlays Deficit/Sucomae 
Amount Percent Amount Percent Amount Percent 

of GNP of GNP of GNP 

1963 $106.6 14.4 $111.3 NE GE $4.7 1.0 
1966 eS See O 18.4 ed 21.4 “25.2 320 
Vo73 230.8 18.4 245.7. US -14.9 liz 
1978 Biss aT) Be ea 458.7 Paps) en Pipsic 
1980 Si vee 20. 590.9 22.9 -73.8 yes) 
1981 599.3 neh = * Gree 23.5 2 enone A. 
1982 617.6 20.3 14S ou 24.5 PAE 5) 4.2 
1983 600.6 ea 808.3 Zo -207.8 6.4 
1984 666.5 18.6 BSslsc 23m ~185e0 Sez 
1985 734.0 19 945.9 24.7  -211.9 5.5 

[Ref. 44] 
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Peewee ven tence Cf tne aucnorizing 


Pero On oe OmmOoUDCe wt tee e oe eidoled each 


Meomeaeiness With Little regard tor tne 
otf the otner. Sinee each commitwee and 


worked for oudget increases in programs 


GQ Oui L 


SOS wa 


eGo. se 


Coc onmducs 


SUDCOwo ole 


unaer 


Meeeel1On, COmmilttees "nad even less incentive to work in 


1 


4 


memmoeratcive Wanner. Congres 


Nas SOuUsaAL 


ee, 


Meroe iardiansnid OY imposing OuUdwet committee contro. 


meeeoori ations. ine act oniy placed subcowmittees in a 


Beer uton where requests are submitved at an amount 


GON Se 9 a baeae ial 


ReSmepiliel 3 = 
an 
Menor caru 4 
SNe cee 
peyond 


meecouired anouny, CO allow for cuts dY OUdEZET committees 


ae tne next congressional level. It seems 


tie OY es youn 


meme onesress NaS DSecome a Stratvezist fer spending. wWita 


Phe increased empnas1s on tne federal debt, 


Pied) nas pdecome deficit reduction. {[fRer. 


fee DUMAARY 


24 | 


— 
No 


tne new Dduzz 


Mrewceasctmmanagemene soOncept esvolved during cne 1970's. 


Imerease empnasis resuited as tne derici 


/Meeeres. increased. Conzress and tne adit 


ob on ite 


2a con: in 


Meer assumed Major roies in enanging procedures, rezgu- 


~ 


Meeons, and iaWS JOverning and afrfecti 


ad 
ee 
> 


easn 


Men onilLosoony Of cCasn mManazement aas snifted 


Meeoure Of eificiency to a means of reducing 


Mie Deot Coi.ection and Promcet Payment 


feeear C215 hac On are inliviatives tna 


i} 


L 


Cw S 


mie = 


for ted 


enon ao 


ysis Aa avcae uber 


Ee geri eic. 


imorove erric.ency and not to address Cae see 
Peguic ts Lei 3ut with tne Deficit Reduce Woman. 


“~ 


Nirted to deficit reducclon. sero eee 


OP 


Cuiega Sistas 
tne performance of tne services Vary acceordinaweo iia 
legislation is discussed. Overall, tae oer hoga a ae 

tdnus far is encouraginz; bur deficiencies Stil Sis cee 
discussing the two major dlieces Of 22275 ace Tae Prag ee 


Payment Act and Tne Dede Costecrion Ace. 
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Tne Deficit Reduction Act revpresented 2 pre.iminary 
DamiommoyeCOl2rcCss CO reduce tne federal deov through 
Pimeovcadmenantos ln COlLection and deposit procecures 
Mian inerease tne avallability of nontax funds to tne 
Meeesury. AS With any major lezistation, many nours or 
Meee carS Wire fe Spent on 1ts interoretavcion dsetfore 
reer Ooriial laolementation, and Opinions will differ. 
[ese Cchnaobcter Wiil address some of tne key provisions of tne 
Petecit Reduction Act and 1tsS interpretation by tue 
Pewearunent Of tne Treasury. in particular, tne foeus 
will pe On an @xXamination and review of tnat dDortion or 
the act entitled eeileczian and Deposit of Payments to 


Executive Agencies. [Ref. 56] 


Pee, BACKGROUND 

Tne Deficit Reduction Act was enacted in 1964 to itaxe 
Seams eS tO tne tax laws and to produce otner manazemenc 
improvements to reduce tne deficit. [{Ref. 6]. The Senate 
Memnitctee on Finance orlzinated tne olilt and tne Lanzuage 


Mon tne Deficit Reduction Act. “A S2rles OL tne most 


d 


| ale 


= 


Mere eae events Leading tO tne Act Wnicn occurred are 


[Meetcd ln ADDendix A. 


LJ} 
Or 


In tne House of kepresentatives tHe Aosta eee 


on Ways and tleans completed its actions on 23 Juneelooee 


od 


Tne Tax and Spending provisions of HH. Rv 41 (OM Wer ema 
on 23 June 1904. 

Tne Deficit Reduction Act was Signed Saw wee 
93-3609 on 18 July 1984 [Ref. 4]. The DJevicizc Redueeaen 
Act was divided into. Divisions A (Tax Reform Act of 1964 
(Ticvles {[-X) and Division 3 (Spending Reducetonmieemen 


1904 FR St 2256: | 


Bs- PROVISIOHUS OF PUsi nC LAwmeo 265 

Under tezislation in effect before 19834, rederal agencies 
were aliowed to collect nontax dedots in a variety Of Ways 
Witnout any explicit Sut@ance On casn@miatasen- cee 
1953, a total or $55 billion in nontax receieuce ee 
eolléctéd oY metnods otnéer tnan aceclerated ss a7... 

Talis was one of many incentives for tne Deficit KeG@uccres 
Act. [Ref., 6] 

Tne Defieit keduction Act autnerized tne Secretary 
the Treasury to prescribe tne time-frame and tne metnods 
Dy wnien federal agencies will co:leevt and dep0s 7 ce ieee 
deots to tne Treasury. Tne Treasury nas tne (eee 
LAD ose eee for noncomp.ilance in an amount deters 
TO De tne 19535 to tne Treasury's Tener alee Oa eee 


general fund wWilli be avail3oie without any 7 ee ata 


Mee eee os! © ene Ppayinene Of |exnoenses incurred in 


men eo omen mcincgmearrhyi Fo, OULMimproved retnods tor coilecticns 


Remeene eye aecone/y, cies treasury noW nas tne autncrity 
memoer1toree and alfect Ccasn Management Cnrougnoust tas 
Meeeral Governnent. Given its role and functions, tae 
Mereestiry nas tne Congressional support wnich allows it to 
Mroseonmea OCcoer Joo Ol "easn Manasemeny, besides tnese 
eeoer mayor LUNnCTLONS: 

Peete. a5 Fhe SOovernment's treaSurer and is resvdonsipie 
HOmeune CeOveriLetc'S Casn Manazement ooslicy and 


Proceaures. 


ee Ooms eaviecs Ta SUDDOrL Of tne Management or 
vier uO LLC debt. 


Toro necmoovetndeal' S oanxer ior, tne. collection 
and disbursement or funds. 


orcas a syatem Of central aceounting and reoortin., 
PoOmp@emacma COUSsee1agatea recordsof tne 2sovernment.'s 
five ietare cr aiscacc ions. 


=. Pesce s mire rions On central aecounting and 
Bee eee te bay GCOlm., Gisoursing, and deposit 
ga temowormm net. 7 | 
fines 





Deem One ne ot Boucle CoC imolementastion oz the 
Mee COmtlss log Kkecommendac.ons) scates tnac: 


Beige oteenapten = = cf Chaoter 3/7 of titie 31. 
Sumobe ceaeecoue.1..(a) @acn nead of an executive 
Hey some! sense an azency SuDject to section ¥ or 
Meme on ma somo ooet to Statt 03. cndateer 32; To U. 
CeO siae. Under suena pesulations as tne Secretary 


Mm @M te « 
> 


of the Treasury snact prescrisge , ome ewer 


Tne tliewe 
deposit or money by official and asenvs 0: Soe we ee 
in accordance wlta section 3302, and fOr tie co eee ree 
and timely deposit Of SUMS OWed tO SUC asec re eee 
use of sucn vorocedures as Withdrawals aaa Gece 
electronic transfer or funds, automatic Wrenarawaeee 
from accounts at financial institutions aaa epee ere 
under wnicn financiai inStitutvions receive and Gesvcaua 
on oena.it of tne executive agency, payments transmitted 


+o posk office lock ooxes.. . Uren 


Congressional incvenvion for tals sorte eee 
lezisiacion 13 to reduce tne national defitei uae eu. 
government-wide processing of colieclions and de oo meee 
Pallure to comply and make deposits in a timely wnanner 
WOuad result in a cost to the agency. Ine Secor aaa 
tne Treasury 1s responsiole tor prescriding and asseceeee 
agencies in implementinz tne latest transfer metnous 
avallaole for tne coliection and tne timely deposit o7 
receipts. tacn agency is responsibdile for reviewing its 
casn recelpts processes and ensuring tnat formal eroceia 
are gocumented wnich provide for tne prompt and 3ce meee 
action tc col.ect nontax receivaoles. (Ref. 26) 

DIO nas not perforined weit in collect ina aes. 
mowever, focusing attention on tne value of those 1 eceee eae 


—_ 
mr 


cO.tected (Tne Army and Air Force cOmected avecma naam 


toca: or $730.3 aiiiion in FY 84 apd $992.9) ae eee 
And deposited Wil.z result in less BOFTrey isa eee 


Treasury and aliow for an accumulation of inveres t wie 


tCnrouagn investment. Tne Treasury nas various metnoas ana 


mee fen> | Or OommeeclOns ana deoosits, WAicn Wiis de 
@2scussed in cae next section. [Rer. 27] 
ec oO eee Lom srecoani sms 

Piao lene yevom ane Wie CNS Department or tne 
ieee s yo wlltt "determine tne most cost efrective mecaanisn 
Memeo 2 Selle funds. tthe Oojective 15 to deveiod a systen 
Memeo COs SxpSUilc ms Credic dnd ennancing tne avaiiaoclizcy 
Memrunas FO the Dedparuuent of the lreasury. A thorough 
review and analysis will oe accomplisned to determine tae 
Memeiireot Une current cOllection and deposit systen. ry 
improvements are required, a system 138 ¢nosen wWnien 
Me scraves tne most erficiency and effectiveness at 
fieeanun cosces. the Simplest mnetnod of coliection would 
BewroOr the payee to deliver the funds to tne agency or 32 
representative. [Ref. 26] 

Tne Treasury, tnrougn researen and anaiysis, 
Mes develoosed alternative systems for cdOLiections. The 
Peete wis lnvOolVe siectroniec transfers wonich sypass toe 
Memotang Of monies. A system determined to oe cost 
SmrecuUlVe iS nOrmaliy impzemented. wsut oefore any imoie- 
ee ee cme Ol olmea es okdoyY 1S Goenaductes woiecn ineludes «En 
MemeraciOn Cf cCoOSseS5 associated “ith personnel, system 


Peocuremnent. Squm mewe, aha s¥stem Maintenance. pagel eo poy 


mimeeerive, the agency and the Treastry's financial manazemen 
meteeree (Fo) will require fundins. Tne rinanciai djanagemen 


oe 


service's input is eSseENtlal LO CHE GECQRS Von ome eee 

vO the service oversignt and CONC rolls ao ono eraL 

leve:. Tae anproval autnority from tne Finanelal anes ees 
service is required wnen an asency plans comeon] = 

trom one electronic system to anotrer, estan etee se 
contracts, and renews old contracts for coilecvion S¥sweumee 
PRepe 25. 


wacn agency 1S responsible for conducvin oe em 


management reviews, and tneir coilectlon system and 


t+ 


procedures must oe€ documented. Periodic analysis oteee 

9@ an ongoing process for determining if areas [Opt ae aaa 
ments exist. Tne Treasury's Financial Aanagement Service 
WiiL perform cash manazement reviews and 1déintgry slag 
azencies wnicn nave inadequate col:ection systems. if an 
agency fails to comply or maxe improvements, tne Fr5egas 


iezisiative autnority under tne Deficiz Reducwion wie meee 


1934 to mandate that an agency implement a sdecified 


O 


Oliection system. Tne frollowinz sections Wide ee 


collection SyStems tnat are electronic transicr ma... 


OP) 


recommended oy tae Treasury. [xrer. 25] 
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m. TALS 1S @esYs tener 
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depository accounts ~,eo0grannicaily iocacted SO UMaii ea aeee 
malied oy payers Wilii taxe no more tnat one day to reaca 
wnat Location. Components of tne current iLo@ig@pox {ase 


age wasnt Oowons: 
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Seeizen anc SoutcnernWarvional fans Atuanta, GA 
Meese wavioOneal Sank of Cnicazo Gaealo, LL 
Repuowzic Banx Valwases LA 

Bank of America Los Angeies, CA 
Meilon Sank fas DUS sty meee 
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The wlOcmsex i5 a DOST Office oox designa 


ci 
tv 
Gi 


T] 
row 
Ou 
cS 
cb 


as a remittance address for payments of an asency ( 
Pee ine aszency autnorizes tne bank access to tne post 
Meroe DOX. this allows tne bank to collect maii from 
maemeeaey Olilice several times a day, process tne cnecks, 
and wire-transfer tne Ounce Taco miieomoaneea ney  S saCecount . 
mecelVabdle cnecksS can ode processed derore the accounting 
Meer iOn takes place rather tnan afterwards. Tnrougn tnis 
metnod, cnecks are available two to tnree days ear.wier 
Mean norma: operations. [Refr. 23] 

Tne armed services nave estaolisned accounts 


Meee vie LOLloWing vdoanks: 


Be 1K Serviceo 
pean Of Ainerica NaVY 
See cel and  sO0UTNern Aavional» bank eens 
meoseenavuvonal Bank» of Cnicazo eet CS 


Beside& tne [reasury's approval, agencies recuestingz a 


Meeasury automated iockbox system must perform a mai: 


01 


cyliection study and a review OF alministraciew oo eee 
ine request must oe formaliy suomitted. [ne mOSceiiioo meee 


9enerit of this type oL1 SyYStem 1s tUnat tie Ssyoeeteaee ws 


ee 
Q) 
ct 
7) 
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the collection Of Dayvents.) | het acon 





f)) 


2¥stem. Ine casn concentration SYStemM, Whlen wens. 
network of commercial depositories when an agency yy ileee 
deposits t9 2 c@ntral eoncentrator Dann ye iton een 
automated ciearingnouse system. Inis system Services saa 
Treasury's general account. AS a result, the [undawe 
transferred into tne Department of tne Treasury throusaaa 
wire transfer. (Figure 5). Bach day tie" i geaco, 
account depositories report aii funds whic) nave oa 
d2p0sited by agencies that day to a bank datauseay 
facility. The data service facility combines the in! Oem emaaee 
reported by ati depositories and generates a transaction 
file. Transfers fron the lo@al depositenmi es me. 
concentrator oanxs are made on tne ousiness day {oe aa 
Geoosivtv of the funds. Eacn concentrator Oanx Wire@-=traneee 
tne totai Treasury general account deposits to tne lreasiiguam 
Main account at tne Federal Reserve Sank im Newerorws oa. 
iieed awe Cred icc. In generai, funds deposi ced aieeeaen 
depositories each day are credited to tie 1veaems a 


seneral account oy 2:00 p.m. of the fpoliowims Sue sie 


LOCKBOX 


eres 5 


AGENCY CONSUMER 
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[-2] as 


LOCKBOX BANK 
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FEDERAL 
RESERVE BANK 


NEW YORK 





Figure 4 
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TGA CASH CONCENTRATION SYSTEM 





Figure 5 
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mepecwes Shem ci) bmdliViduei Or Orzanization can aucncrize 
Meo w=OVeriidenl FO autTOmMatLicaliy deposit or Witndrew runss 
MmEeImomoecGsOmdl so, €OrpOreLe Dank accounc. Ine funds are 
Metiemecrred Oy Mazneere tape Or Ootner electronic media. 
miouen Comuercia: depositories, Federai Reserve dankxs, 
mae tie Vedartment Of Lae Llreasury. 

iio Shem Beco velmeom te TNS Clearing Of depots and 
Meee tae Ceemonlc2ily ratner tnan wirousn a pnys:ica. 
moveinent of checks. (Figure 6). required invoice data 
Meameoe directly ecnanneléd tnrougn tne network oy an 
Memeedaei ni Oeliewmtc 15 POSSiDle to edit an@ format tnis 


[mepOrmatiom cO Suit tne needs of the agency. SupD 


equently., 


i 


Mies transactions are relayed to tne prover bank for funds 
Morecction. Once tne tunds neve been cooled, the sun, 


Pe ee meee oS NCO, esDONdIne data 15 Sent to theedesi-naced 


M@reeiVins bank. fnisS Oank wires tne funds to the aporocr:iate: 


Beency location code (ALC) at tne New Yorx 
PWUMEToioilt tie deoosivt intormation to tne azency. (er. 


Eo). 





fitemieouomoEOV des £Or Lae transrer or 
menadsS tnrougn an @lLectronic medium oetween tne Dedarctment 
Mmmpeees |reacury and tne oanking community. Since fuads 


Meeeevire=ctranisierred, cnecks and tne accompanyins coOL tection 


FEDERAL RESERVE TREASURY FINANCIAL 
CONMIMUNICATIONS SYSTEM COMMUNICATIONS SYSTEM 


NE : 
SAN WASIHNGTON 
FRANCISCO BOSTON °, FINANCIAL 
CENTER 


MINNEAPOLIS 


FRANCISC 
FINANCIAL 
CENTER 
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Dec eemee moe leisy 2liiminaged. and funds are avaliiaoie 
Boerne aetlal payment date. Ine system words in this 
format: Coe omiinecaauinyeclnancesal Comnundcation Systein 
Beery ceo ioe Oa eam eNtitaes Ger diréect their commercia. 
Beline CO Charae Gnelr bDanx accounts and to transfer 
meymene torouzn FRCS; (2) to the Treasury's main account 
Beene Peaceral xeserve Bank of Wew York; (3) and the 
Meeasury 15 lmmediately advised of tne transfer tnrougnz 
Pamcemectronic tink provided oy the TFCS (Figure o). 
[Ref. 29] 
Dae DEPOSI LS erocedures and iecnods 

iia pees Mesmolaiunds ingancexpedient and 
timely manner cannot be overenmpnasized. To aliow fror 
m@ee Cirectiveness, agencies are only required to deposit 
receipts of $1,000 or more on the same day received 
meer e depositing cuLroii time. .dahen tne accumulated 
Meee 1S Signitfie@antly tess, next day deposit or funds 
Mma o0O; bZed. .15 addition, agencies Wiil make muitioste 
Seeesiles li fregduired, nand=carry vice mailings deposits to 
Pederai Reserve or commerciai oan«s, and maximize daizy 


20s ei ease Le Soe cosSipLe to 


(OR 


SeOOSiC AMOUNTS OY 
Meteeli lod CULOiT times. ine meciianisms identifieu for 
MepmtiececolONS are tne Same ror deposits. Ine concept or 
Peo OSlel ime cOMmMDIned withm CcCoOLLection cCofiprise tne processin:s 


Baease Of tne Receiot Cash Fiow pineiine: 


o7 


BllLLin3g---o7ayments terms—<—-9MALlil a2 ==— 9 poe seas 


NOD and tne Dericit Reduction Ace Poewdsa "one 1] eno eee 


(b 


DildsS 
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of tne Receist Casn Fiow Pipelime, 9) aoe 


DO 





Tne agency is responsidle for the vlanninzg, docUmeuwe 
vation, and implementation of a collection andwdepoaae 
system. Ine collection process iS a convInuoUS Trequ Tes 
and as new systems are developed tre agency sero qmees 
to review its system to identify areas {Sr i2pyovem wee 
AS an internai control procedure, eacn azency 1S encouraae 
tO document ali casn flows tO Maintain a Derapeceiyeuoe 
tne etrectivenessS ci caSn Manazement W1lttin cheba ece se 
Tne casn flow documentation tremendoussy reduces tne 
amount of time devoted to cash management reviews and tne 
preparation of summary reoorts. | 

Tne Treasury's Financial Manazement Service (F535) 
cash management review is an orficial report cl Gn aezenetae 
casn Management program. it Wili make recommenaGarwage 
and ass1lst in the impiementation if deticlenetes enue 


ir an azency faiis to respond to a@series Of (io Cte ere 
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Tinancia. cnarzge will be assessed [Rer. 25) yer ae 
2052 (Cottection and Deoosits) stat ecwmiiee ac 


Tne Secretary is autnorized cs Solkectn > ms 
y not conpiylne wita tae requirements iupssed OU) aaa 
tne precedins sentence a charge Pawan an ogee 
Cary determines to oe tne cost tO tne Gene a ee 
d py suca non-compliance. . . [Rergmen 


Azencies Cee ton ONnecMmoliance are recquired to 
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S cetermined oy tne Secretary of tne 
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payee) SNia. 


ge 


¢ 


[eeesiry. ine penalties are deducted from approsriatecd 
medics, wnmen are availaoie to tne azency to carry out 
Pere aans co wolLem tne collections are related. An appeal 


Magecss does €xist and an agency wnonich chooses to appeal 


Pmeedarcee USC SUDMLLT. tne apveal to tne Commission, financial 
Management Service within 45 ealendar days of the date 


meeened LO tne wOotice of Deficiency. A penalty is not 
Pmieuncil tinal judgment is rendered concerning the 
G@ericiency. Ine appeal board is composed or tne Commissione: 
(Financial Management Services), Assistant Commissioner 
(Federai Finanee, Financiai Managemen. Service), and a 
mMenporary casn manazement official from an agency other 

than tne agency appealing. A decision must be renderea 
Peeeman 30 days from receipt of tne appeal. If tne fina. 
Meee iavors an agency, no cnarze is assessed. tif tne 
Meme Stennis, ao2brooriate accountins data must de SudmMittec 
memeoie treasury Within 30 days of tne final decision. 

Meme easury, Under tile Dericit Reducticn Act, is authorized 


Memeneo.iacvically deolt tne Treasury's accounc if an 


() 
Ui 
i 
a) 
co 


Peieecy JOEGS NOT VOLUNTarily pay tne cnarze ass 
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Section 2652 (UVoiltectisn and DedoSsits) stacesoeeeee 


» « « Lnere' is estadlisned in tne Tressury Of etnoe eee 
States @ revolving fund to de xnown as tne "Casn Manaeayee 


improvement Fund” i. 2 ie eos 


Tne fund wiil sudport initiatives andwvagtoe. 


~ 


improvements programs associated wita tne devetoosengaes 
new metnods desizned to imorove tne mecnanics Of coOuyooie 
and depositing of nontax funds to tne Treasuries 
accordance witn tne law, tne fund wWiil tugepeonea a 
revolving fund. Ine Treasury iS assigned as tne finance 
Manazsement Service as guardian of tne fund. Tne 
disbursement or funds from tne account wil pe5S toe 

for taose projects Specificaliy selécced bY avenge 
seiection and adproval committee. Tne account dalance 

wiii be publisned in a lreasury Financial Buitec wi. 
fiscal year iimitvation will not de E€Slandlisned 1O0Pr .exa ae 
ineurred as a result of develonments in improved inevnods 

Of cCOLieetions and deoosits. Tne expenses (incurred mm 
developing new procedures and mecnaniecs) and ene co ows 


zn 


(oersonal services, the ieasinz or purenase ci edudoine we 
. 22) s 
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and operatinz Facilities) Wi.sl de Timencede: yoo 
4 a 
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account. Comprenensive reports Wiil be predarea and 
NuUdLisned oy tne Treasury relating 3 CUYrreni et tac eee 
position and pDast transactions arrecting tie ecect 
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Tne Deficit Reduction Act of 1934 9erceive 


BoresOw—On tO coe Deoc Collection Act, whicn emonasized 
Memeo. fPeCtroOn Of OUTSLCandin2z aebts. tne Dericit Reduction 
Act Zzives tne Treasury authority to set poiicy. #dHistori- 
Caiily, tne Treasury nas deen an advocate of the casn 
femesenent concept Suc Unaole to iniluence other azencies 
memocrculbeciopare. Only tnese azenciés Witd similar entnusiasa 


Myominterest adODted ana used the metnodolosy and iilcsrazure 


Provided by tne Treasury to advance their Knowledse 
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ye 
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and expertise in tne area of casn management. Th 


Mmmmonlom ACe requires that alW federat aeeacie lace 


C3) 
ep 


Mmrereasea €mpnasis and mexe ilmorovements in tne area of 

Gasn Management. As a leader in tne field, the Treasury 
Menweutcnorized to judze if an agency is in compiiance and 
mugori Zed LO assess penalties if an agency faiis to 
meerecipate ancgwinitLiave inprovements. Funding is avaliable 
mor researcn, testing, and the implementation of new 


Me e1Opments in tae area of collection and deposits. 
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Congress Zave tne Dendartment of tne Treasury tne 
responsibility tor formulatinz ana prescridiiiy eo cee eee 
and metnods to implement the Deficit Reduction Act or 
1964. Tne Departmenvt of tne Treasury was proviced one 
year to accomplisn tne tasK witn a deadline date of 1 
Octooer 1985. Tne Treasury Department responded.» tome 
intent or Congressiona: directive and puolisned tne 
Federal guidance on 3 September 1985. Tne Deficit Reduction 
Act requires tnat ali provisions relavineto oa 
2652, Collection and Deposits. be fuily implemenveqdma suas 
to 1 October 19¢d6. With tne Treasury, DOD is fOmmudia ae 
iTS po.icy to impiemenv fhe Deficit Redvetirom Acs a 
approved, OSD wili stipdulate to tne sérvices tne réequirehewe 
and procedures tor processine@ tne beg vs larson 

In tnis cnapter an analysis is serlormed orm. 
imolemenztation process of the Deficit KRedpccionmied. 
Kltnouga no formal policy nas been promulzaccd ee 
analysis wWiiil indicate wnat vdrocedures Snoulld be Weer. 
the prooplems tnat iezislation faces in °2eneral eee 
witn tHe interpretation process, Une ip temeny a uae eee 
onase of tae enactment process tnat iS 4 factor tae 


success or faiiure of tne Congressional Lees eac rome. 


mao masta a toet ae On resutations. seine implementation 


Set eats 


CU) 


meee ss od Vea! Pre tO tme™=antenc of VConazre 
Meieinacor OL a rezuiavion. 

ieee Te eo oe mete s ra reylen Ol ene steps and 
Megat ruse resuivins from the Treasury Department's 
@emoilanee With tne Deficit Reduction Act. Tne roie of 
tne Treasury during implementation AnieeoOnwenee func c.Ons 
memeae) Oreagominant aadmingstrator of tne Deficrse Reduction 
Act is discussed. Tne analysis will review tne impilemen- 
Pee oOgmeemoceoas Of Sepia legisiationvand» observe tneir 
m@pact On the Prompt Payment Act and tne Debt Coliection 
Meeeeot 1902. The issue of iengtn of time it taxes osetween 
tne passage of law and the final impiementation (or sacx 
meereot) is addressed. Aitnouga full implementation wil: 
Mem oe in process before tne completion of this researc, 
Meteo eae Lier ore parablon, ineentives, and proolems .tnac 
Mem armed Services’ accountings and finance centers forese2e 


eieemot sreat concern and interest and are disci 


Le 
U: 
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life leanemeacion “erocess forsvine Dericiv Reduction 
Peetewii. NOL OF Sasy. sut Li implemented Witn the intent 
Seeconsress and carried out Witain tne spirit of tne Law. 
Seem esulctcs could Desoenéiaeiaiwe As tne chosen adininis- 
Maaco, tne Treasury Department will provide tae iinpetus 


Pent Orcement for the success Of tne Lleszis.ation. 


A. fiPOeticd TATOO. Of The PROUPT PAY eee Ce ee 
COLDbEC TI ORT AG? Oar 
Before discussing tne inltiadi Qneases eo sono eee 


tne Deficit Reduction Act suidance wien oop yee ee 
of Similar .exzislation 13 presented Vom@eveite. ae 
Similarities or differences exist. Inis review snould 
benerit tne implementation of tne Defleit Reduction sam 
The Deficit Reduction Act and previous Lesislavie moe 


ommon zoa. 


() 


caso Manazement initiatives. ali 1 ocusmonee 
of reducing tne amount of tunds wnicn tne Federal Gove. aa 
has to oorrow to pay its debt. Currenvuly 7 on eee 

is on tne deficictv. It 15 aiso On @acn of tae Casn Wana 
initiatives Wnien Wili fuifiil a roLe in Meine? ee 


reducing che deer. [eapeese 





Tne implementation of tne Proinpt Payment Act oezan 
with the publishing or OMB Circular No. @A=125 47 cemoe 
Payment). Circular A=125 orovided tne volveteswad. 
procedures wWhicn were to oe used in paying Tor tne pure las 
Of property and services aequired Unreuvet Sova 
contracts. Arter interoreting Circular 4312552 
nyvent of tne iaw, tne Office of ASSiStanwe Seerevary aes 
Jerense (Comptroi.er) rurcner deLineated tarousgn a menor aie 
format tne purpose and requirements of Cireutarae i 
and auded quarteriy reporting requirements. Comeave ste 
rates. and reporting formats tee 
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Port eamemomanmeg sss; 71CSs, 2CACR Crenen COOK a SEIRIULY 


Me] andeesp 


(i) 
ct 


Mee ierent acoroacn. Besides tne Legis: 
meauirements, cteoe Navy required 30 or its larzest eosismands 


+ 


Meola major claimants) +6 aSsume responsidility far 
EeeetescaiVve INnterestL@payments paid OY SUdMrdinate activities. 
NCF=-21 (a pranen of the comptroiier) records interest 


Meee taxen trom tne riles of tne Centralized Expenditure 


memmeursement Processing Syscem (CERPS). Tne data extracted 


oS 


Moemorincted CuL in assorted formats. tihese documencs fora 


tne Navy Interest Payment System (NIPS). Tne WIPS i 


(2 


reviewed by financial managers wnere tnose activities 
experiencing excessive interest payments are identified. 
Tne neadquarters ror activities receive monthly derrormance 
memererS Frequescing prompt remedial action. Along witna 
moore porc a "wep 40" report is generated Listinz the 
Miemot NWaVY~Wide activity performers in interest douiars 
Meroe 61 OLS FepOrting system in a compecitive environnentr 
Meee s YDressure Ohm tnose Commands exderiencine prodsiems 
Mee. InvLeresc payments and forces Enem to take initlatives 
Momeerlprove tneir status. (Ref. 30] 

Diecadivlom, separate reporting requirements were 
Pemaolisned for (1) disbursinzg activicies wnicn pay 
memordcC Ora wito aporooriaved funds; (2) nonappropriates 
MememaceiVicvles; and (3) "tne Defense Contract Administration 


Meme tons. ine tatter organization was required to imp.iement 


—} 
WI 


Sixteen different resorts to assist Wie on epee ee 
liation regarding interest paymencs. "acl wee 

tne Army and Air rorc? promulgated directives mae 
Slmitar reporting requirements Sut wi tnouc tiem ar see 
iniviative. The Air borce directives were more devaitleng 
and dictated an appropriate approach in relating eianee 
LO Vendors=s lace Prompt Payment Act was nov intended for 
tne creation or adversarial relationsnios wltm Vengo 
Among the armed services, the Air Force adireculy saa 
messazes emohnasized tne seriousness of mMaintavimieecrs 
reiations with vendors during the initvial Oiasewe we 
impiementation process. Ine Air Force a@ctWWons, Sexe ae 
services. were tne most appropriate in tie Soar teen. 
Prompt Payment Act. (Ref. 35] 


OMB issued an amendment or attacnment to cirediean 


od 
rs 
CD 


A-125 to oetter implement the requirements Of “item. 
atTtacament was pronuigated in response to concerns anoue 
prezress payment and various vtypeS "OT eOnTtr ac tome 
tnat normally 185 provided ocerore tne actual recelpume 
x<oods and services. Cirecttlar A=125  fai¢eqtow2aae 
tnis issue. Tne &A-1le2d amendment was isswed cowpnevide 
clarification of such questionabie 1Ssues Wena cc eee 
Zuidance on tne proper timing of vCaymenl to CONntraccom saa 


eontract financing) in genera. mes lee 


igs 


Gitomer oak bonwer The Frromcot Payment act was 
ReImmGmeori elt tasz ior OD, Tne Only Gizrriculty restesd 
MbMresoOnai Nate aeecclVietes wno SuUuifered and Still experience 
[Pe orewieies It Daying ollis. ine Navy and tne Air rorce 
experienced rew proolems in implementing the Act and 
Paerenely SOLA Organizations nave been successius: in 
Memlevinz the zoals. tne Army still faces problems 


pecause or non-mechnanized functions and the location ofr 
maoordinate acvivities. [Rer. 36] 

mamSUiunawy meuNewl dD =nencation Of tne Fromept Prayiuent 
AGt and itS intent nave been successful from an overaili 
meiermouNtess GOdeo ©: Zero interest expense and zero 
Mae y Dayments are feasibdie for DOD. 

Pde reno menadnaebcer i zin@etne Biplemencatvion or the 
Prompt Payment aAct were: 

Eee litine Nasvexcelient. Ine Prompt Payment Act oecanie 
bad ino vanuary 1932 and was fully implemented 
Meoeweper 1952. Tne time sdent interoretinz tne 
Senvcewumot eae Law was minimized. 


Pe fewCOdipeGalte Of reodorz~s trom DOD ana otner federat 
eee oom ogee Or esented to Conzress oy Urls. 


Omri 63 Nas tne first time tnat federai azencies were 
Be CuUmGedmpy a vaw CO 9a4y Cieir Osis on time. [ne 
federas azencies responded oy payinz 995 of 
Oi oe ON eee. s setiore tne Acz, 30% of 
come niemce' Seems were paid tate. [Refr. 
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iim esonCoOlleectioOn ACt Was enacted to improve 


Mae Federal Government's efficiency in tne coilection of 


ae 


on 
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d@o0ts owed co tne Jai veges vagece ine improvemencs = Gwe 


cesuit from new and ravised procedures for tne Comeecgmee 


or yveotcs owed the readeral Government SY 1ngiy sss eee 
industry. Ine Act provided tne iWpe ulus CO oye ee 


stronz set of procedures tnat would SLrfecvivety eee 

tne number and amount of OUUSTanding @lees Uae cee 
UNCOOL eecciLlo ke. Additionally, tne Act @iiminated the 

tnreat of siabillty azainst consumer reporting = a2c eae 

and instituted a more approodriate system for tne disecresme 


of information to tnose agencies. Tne S¥YStEM 15 ert scm 


(b 


if procedures are rollowed judiciously. in the Sass 
Federal Government could not collect 3eneral Genres. 
an employee witnout tnelr consent, out tne Dent CU osm cia 
Net enanzed this routines (eer. 17} 


Arter tne passage of tne Deot Collection eves 
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Oetcder 1982. certain areas of tne law required cLarif 


cion. An amendment to the Dent Collection Act Wasmee 


Cr 


29 tlovemoer 1933 wnien c.arified tne issue concerning 
contracting ror collection services. IJdhe anenaw a 
provided ror tne contracting of COLL CcUlenwse” wae. 


witaout desiznated funding for tnisg services shea 


fn2 rour azencies directly involvead in imnDpwenenceae 
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lection aAct were O13, GADD Depar ete gaeers 
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Justice (DOJ), and tne Orfice or Personne: 4anazgement 


(OP4). Tnese azencies were jointly resvonsiole for 
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BetmerCeclrcepron 2Ct, GAS Zot involved by Navinz the 
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mules Ority b£O Seriiit wr2ee=j{oifS over 820,000 


meworec LO mube Gh Cases involving litigation involvin 
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menenree CeouLs and "emerr collection. OP! initiated 
melary deductions irom oay checks. Finaliy, Ou has a 


io pOortical iInverest based On its Investment or time and 


menoovwer. [rer. 31] 
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pao Diem amiess LO Duol i she nid 
Mime tte isntvea tie airects on tne Privacy Act and 
ver cm) 


disclosures. Throuzh OME Bulletin to. 83-21 vorocedures 


Meee rererring intormetion to consumer reportins agencis 


mere oromulgavecd. Wext, OHS Circular a=-129 of 9 Hay 19: 


Seo tne policies and procedures for the rederal Credit 
Beceecmc., ihe Steps in a credit .pragras are: 


pee eo xeemaing Credit: A deternitnaticn is Jade vased 
Cee MOSEweurrencs ana accurate deta concernin; the 
Meievcmeameoteabies Ol an Individual. taose indivia 
Die asc(i mel aiiun ,ecuirements are exterced creJi 

Mr ovaotwogiaa an acecounc: Settling Up an account t 
allow ror scneduled repayments and a synopsis of 
MeOceameeseaosoOciaLed With ptailures to carry out 
Geereatvons UNGer Tile cversisor tne credqitrequiré.ient 


Oe Collecting delinquent receivables: Collection 
Pe@morvedat oioyin2 orescriased crocedures and 


} 


Pegubeordols setae allows ior and ensures *aue oroces 


d. foireo-Ouhcr;  oeretialmme [rom toe recorcs tnose ace 
Picea UNCC Mech ec ue and docujenting tne sroces 
followed cto collect receivables. [Rers. 31, 33] 
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Circular aA-129 obroviagec tne Ost Ceieirc au oe 
vion Tor processing deiinquent accounvus Garou sic see 
agencies. vDeLinavent accounts (nore eean eee 
involving active duty memsers or fegeral emotoyses) 
snouid be considered for refrerrai woen o1 days past 
due. it Secomes mandatory wnen tne payment is S1xX Monta 
overdue. active duty memoers and current rederal emoioyess! 
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iaries are normally otfset if accounts Sdecome dellingwewae 
in Dursuing delinquent aeeounrs cdeouen coOufection e2enetiees 
tne Federal Xegister nNisaAllZnt and cocument Cheeta ae 
records wnicn would require annotation. fAiS Droceaur ou 


critical to ensure that eacn case is SUDdjectTed TO aiome a 


oes 
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(39 day notification, opportunity to colteco and jee 


geot relaved records, opporcunity to set redpaymienu as 


#9) 
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opportunity to nearing an. official decision. Ciieailes 
A-129 and concurrent pudlications of rezulal lense 
Federa: Register were critical procedures in Ino venea ae 
tne Deot Collection Act. — [2etsee eee 


Given tne zuidance from GAO, JOJ, Q@na ye ee oe 
a] 


initiated its pnase of tne lMpLemNentaltilon proce wee see 
DOD Instruction 7045.13 of 13 Maren 1955 (Geese eee 
Indestness Due tne Unved Sia tee TA@ LaAStrvget ronenwiee 


overdue, and wnen fina ty pudiilsned 10 taiBogeo ae 
tne critica, issues concerning dept Meer ih soe 


WOuULd conduct sucn nearinzs. fo add furgne: Seog eee 


mimeo cuore Ueoe relerrals Seuween agencies renaeined 
Meee ea. fie Suidanee from tne instruction addressei 
M@eewissues Of OffSettinz deots tnrouga accrued oay or 
retirement pay. [Rer. 34] 

time leimmercle-Of—cer Vice d@ot 15 an issue and woat 
[mmociie dene to reduce and collect tnem. Ine DOD instruc- 
ci0On acdresseda offset HeOcescaurese2nVOlvinz travel advances. 
Mmmeres tO tamliy NMouSiNs or Turnisning. ine lnstruction 
Me omoGeoecr loca Che Measures Of colieecrvions wnich were cto 
Memseu acerued Day Or retirement pay and Montniy instaiinent 
deductions from memoer's pay. Tne amount of disposabie 
Beppe o De Oriset 5 5 Aimited to 15% for those cases wWnere 


ao. OF 
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amemoer 1S activeiy employed. wdnen a memoer res 
retires tae revayment can Se set at any Gmount. For 
an out-of-service depot, tne oniy difference is tnat tnere 
memo nearing. Upportunities to establisn a repayment 
Meeeeeciehiu,) ld ocMopece and copy debt relaved records, to 
meviet; decision relaved to nis claim and to oe auvised or 
Mreenls tO aLtempot administrative oftset are tne deptors'! 
Mmerte ents Under tne precedures cf due srocess. [Rer. 
Be | 

Mie weoow Ut Ganee prOoyziJec TAG inytidcive and 
MemewOr< i1Or tue lmpiementacion or tne Dent Colsection 
Meme line rules, procedures, and metnods were identif_ed 


eee Gae InsStruccions. Tne resnonsiollicy was vassed 
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cCO tne services to inmpiemnent the Debe Colreer mare 
accordance witn DOD instruction, anadmiakeween er 2 il 
Cnanoter Il, it was discussed Unat tne Ssenvicesmoggea 
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Stril lacked tne concerved@ ei i1or tn comer 
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eclCively per! dima 
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as the law prescrivoes. Tne Navy does not have 4 forimai 
program estapbiisned ror corlectinz out-of—service Gegmen 
[Rer. 34] 


SN Proolems witn Ia er Lat] 5 


The Dept Coliection Act and tne PrompUurrayaome 
act do provide insights into the implementation crocs 


a. Tnere is a time lag between tne passage of a itaw and 
its impiementation. Tne amount of time 1s determi 
py tne compiexity of tne law and tne intent of 
Congress. The Legality of tne law in designing a 
program for effective impiementaticn Must De andoroacaes 
Wit Concer £0r due preecs>. 


o. wWithin DOD, tne service's implementation devends =a 
tne availability of comoatible sywetems. S6Gae tom 
of automation is "a" errutrea i accor. 


c. -Inere was lack of initiative or incentive On Une oe 
of DOD. There must de an incentive to Deri Of ie 
Jeot Coliection Act and tne rPromst Payrenv ie eee 
not offer tne opportunity for accive Sart vetoes 
DeEhLOre- AneceoL LON. 

Tnere are many directives beinz vassed cown witnoduc 


any incentive to voerform well from tne manazer'sS Vie woos 


fn essence tne services nave nad casn management rorse 


4. 
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on tnem ratnér tnan voLunctarily Caxing eee aa ee 


} 
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construct orokrams on tneir own.” BSUc a Gen eee 
trillion and puolLic pressure nave forced feaqera® manana. 
to react and congressional iev1Siation igs wees eee 
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meee cotmrOulS atid COlmittees such as “tne 


Pee ae neiorm 20 work sroups. ([nef. 6] 


eee beet TEE DEPICIP nEDUC TIO ACT 

(emo Ot he mmn ecdverrouereu Vill pe difficult to inpleient 
Witrin DOD because (unlixe tne Prompt Payment and Deot 
Collection Acts) Congress wrote into the lew definitive 
Mmeeeso tor the implemenyteticon of tne legislation. In 
@edition, Congress appointed a watehn doz agency (Devoartment 


PpiemrecacirvVeemterensure cocoliance. [Refs 6] 


rt) 


O 
ieee CaS va seen ene 

Because there had deen no désiznated azency in 
tne rederal Government, tne Department of the Treasury 
MisStorically nas nad absolute expertise in tne area of 
@a50 manasement. Tne Treasury maintained a division 
(Bankins and Casn MNanagenent) in the early 1670's that 
Remco to hcumete tas of aSSisting and coordinatin: 
money management policies in the rederal Governinent. 
meee tne Dericit Reduction Act, the Treasury mained the 
MeerOrity needed CoO Carry out itS prosranis and iuplenment 


Meese CONCeEDLTS it nas fostered over the years. it also 
eeve the Treasury tne opportunity to institutionalize 
cash manacenent. [Ref. 6] 

iewoeite tle necauetion Act Zave the Treasury tne 
PerenOority to prescrioe the timin; and the metnoods by 
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wnien azencies wilt collect and depose ener ae 
Treasury. and co impose cnNantes for nonce tema ae— ame 
anount determined 7O o@ tne 1108S tO tne generar uae 


donies in tne fund will be availabd.ce wWitnhouc frseaey 


Ca 


Limitation for tne payment of expenses incurred in dey cue 
and carrying out improved metnods lor colfecurense. 
deposits. et eo) 


Tne Treasury's oojectives for a cash management 
program are (1) to improve Liquidity oy encouraz mig 
use of funds instead of investing in tale resources? ee 
to improve casa velocity (increasing tne Plow age 
collections are made); (3) to increase PrecuUrts=o age 
tnrougn investments; and (4) to imorove safety of Gane 
oy improving internal controls and preventing unaucnommges 
access. These odjectives wili be tne dasis for an appro 
to reducing tne deficit. (Ref. 29] 

Tne Department of the Treasury nad a mandate orf 1 
October 1935 to analyze and interoret the Deficic Reaveuaes 
Act, and to prescribe and formulate re2zui auton seae 
nroceduresS to acnieéve tne implementation Of eaewiee 
witnin tne Federai Government oy 1 Octoner 1936. The 
Treasury viewed this a 


an csoortunity co 1InNSUtlee Pion ae 
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Us 


GC SuUuagstence. 03 e7 ase 
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Me; 
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casn management and = 


overdue. [Rer. o] 
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re ey merc a Seeb NaS LAe COnVenlnz of 
Meo eCriencowids CaSx forces. A total of twenty xkerorin 


Pema encies were invited to parvicipate. Fron tnis 


UO 


Metis cton, tour lask Groups Were set up and met for 
tWwO=Lhree weexs each (December 1984-Febdruary 1905). 


Meri O1lOWins acLions were taken; 


epee tne first tas< grouo LEVELS Srio Ul je nene DroVv ioe 
tne proposed ruies for implementing tne Deficit 


Zeaduction Act 


been ipe Secona tase 2round produced procedures for 
Memeo meas lt Nala senenl periormance 


en foment... grep focused on deveionoing or 
for using tne Casn Manazement Improvement rund ( 


d. The fourtn task group revised Cnapter o-d000 (casn 
Moat nem) woOnewties  wreasury'’s Financial smanuai. Tani: 
ween Ores Smoveral OU leCLiVe Wasco develoo tine 
Poet oneoml On wider cmenoln. tne DeTicitc. Réduction 
We) ean 

em ostpees Olmcie Cask Sroups interactions Was 
Mae riscal Service 31 CFx Parv 206 waien was pudiisned 
Maeene Fedeérai Reztiscer 3 Septenpner 1905. Tnis dace wes 
Miedivance Of tne Jetober 19385 deadline. Tne nigniisne 


meece Final auie are as follows: 


Bee li ins 2S required Within five days of serv 
Bete wed aoa Ss ier iverecd.or Daymnent otnerwl 
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Panic. ement SeCrvlee May orescribe use or 
Cecilie 2S 


inanagZ 
SO- FECT 1On MNeectanisms. 


fo) 


ee Agencies Wid SemveVe Same day deposit. o: 
sat Cella Cxeendsclions 


OW 
ol 


d. Usinz twne metaodo.o2y outvdined tn e2e0 asi eee 
review Guide, periodic caésn Management reviews 
Wil. b@ conducteac oy agencies tO 1LASNCilTy OoPor ea eee 


Lor Mprovemenes. 


(> 


: AS a lastU reso@u sandae 
Treasury nas tne aucnor 
an. azency "Ss accounwmaae wm 
Cae SiNnUCerest Sage 
[fer. 20) 


ases of noncomol?3ance ame 
y to levy enarzes azainst 
2 amount determined vo De 
due tO Nonconpieaneces 

Tae Second phase of tne Treasury's implementation 
of tne Dericit reduction Act involved tne developmenvaems 
internal procedures ror tre lreasury. Renee ia 


Nrocedures would @stadlisn MeECNanisails, Cros sae 


ystems for monitoring the performance of azene les 


Gi 


procedures wouid require that: 


a. agencies periorm casn management reviews ana suomivt 
Cada el LO Wel, cow ee on 


Oo. Tne Treasury will use its casn manazemenv™ tia. ae 
system to identify froin tne caso Management review. 
initiatives tnat agency's are using C0 COaeey ee 
wnere necessary improve tne@ir casn mManazement Drea mawee 

Gy -sProeedureswbe identified for assessing charges tiners 
necessary, and tormalize an appeal process Tor (tae 
agzencies questioning a Levied caarse. [Ref. 29] 

Tne Treasury's tnird panase in inslemenuti ae 
Deficit Reduction Act was the develooment Of SGrocea a 
ror the operation and funding of tne Casn Manazemenc 


tiaprovesmen: scund. Tne Fund (as diseusGed 1: Ciameeee 


NGS CS Gaia od 


ee” 


pase 


oy 


ed tO promotes NeW inivlagiys see 
innovations in tne development of new or Wioprovoume as 
Manazement coilection mechanisms navins 4 potent aes 
sovernnentewide anppliicadility. dne Drocedures —4a0sou gee 
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MibMbce ea sae asec ie, 200. 2Cation suideiins; (2) wake anso.ut2.y 
Slee wenae see fund NOUld oe availadie according to 
ret fesurd aialyolos Wilun apolicability on 4a government-wide 
Mastic. and (3) identity revorting requirements ror trnose 
meeneles wo SUcCCeSStulty Quality and are awarded funds. 
[Ref. 29] 

iae  fOurtn ssnase Oreeme |reasury'’s implementation 


Meeeene Deficit keduction Act was tne rewritin 


Gu 


OL une 
Casn Management Cinapter of I-TFii 0-38000. Tne revision 
was made necessary by tne Dericit Reduction Acc. Tne 
revision wouid contain (1) changes resulting from tne 


MemroalSlatlOn On Ne SUDJecT Of coliection and deoosits., 


¢e 


Meyealt Updates from last revision. and (3) a sudplemenct 
to tne cnapter (Casn Uanagement Review Guide). 


Bret. 29] 





Tnis document Would be used oy agencies and tne 
Mec2sury during casn management review visits. Prior oo 
Memeo GOCUmeENT, no Instruction nad oeen set fortn on now 
TO revlew casa management. UM t2tieepaou, a system of 
Meet and error anc eacn atency's own interpretation and 
indlvilduai erfortvs were tne measures of tne day. Tne 
Sagem “Sanazement Review Guide orovides 4 steno oy stenD 
Beeeeauire for Conducting a casn Mana@zement review. Tne 


PerepOse Of tile casn manazement review is to reduce f.odat 


on 


ot 


(aailinz, processing, oillins) by analyZingeeransec eee 
documentinz the casn flow, and eStacdysi ye 
for compliance using tne standards coneat a 


fuilde. Analyzing all flows one at & tine in 


review ¢ 
accordance with tne standards leads to eonoltane eae 
tne rezuletions. [her .esa 

3. Benefits for Ene Treasury 

Tone Treasury's ovenefits from the review processes 
Sins ee cata to 


a. Initially update its cash flow dane anaes 
establishment of a data baSe uSi1n@ tne ney daca 


Dis anes forecasting therevy reducin=; 1tse9og7o eae 
eeds 


Giore 1rae< interes Savina s. 


d. Assist agencies in complying with tne legastetiawe 


e. Share information with agencies experiencing Sieve 
Casn it vom presi as. 


. JONeGEIES to toe" eneies 
The casn manazement review process benefits the 
asencies by: 


a. Allows tnem to institutionalize cash nanazyemenveaa. 
set tne fiaximum for Saen. Sug sero lae 


5. Allows each azency to conoletely review anc analyze 
titeir casn flows ina Syee- Jae fasaion to l1iencae 
improvenents and pdossiodle interest ysay ae 


vy 
J 


Cee 


Co 
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Provides on ela to ubtrade systems) yim 
of-the-art technolozy. [tef. 29] 





On 26 4aren 1933 tne Treasury's tianagement service 
Dees isted a NOtice Of Proposed rules aS a preliminary 


~ 


MegdUlieucie co tne DUDLicavion of tne final rule in ta 
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Federal Register. The general pudiic was given 00 days 
MemearsClos and COhimene On tae proposed Rule. Tweive 


femeeece!]) COMMENTS were received whicn orompted a rulinz 


- 


Pemecrhing tnelr value and aprcropriateness as cnanzes wo 
she rule. The Financias ilanagement Service evaluated 
ail comments based on taree criterion: (1) tne comments 
Mea@eto be ConslsStent with conzressional intent; (2) tne 
enanges must orovide equality for ail agencies: and (3) 
- 


me CNanzes mMuSt ampblity and clariry tne Treasury's 


hast 


day 


eS 
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Mecuirement and tne r 


iD 


SONS 1b. OL tne azencies. 
Mae oem soeU> Ss Owo COMmcrlouved inmeasuraoly to tne 
Preeuieture Of tne Final Ruie, and provided an avenue for 
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Seeaeiiicacion and a oetver understandinzs or tne reg 
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Smeemouner GQuesrionaule areas. [ne areas recuiring ciézri- 
Tication were: 

gee oCOoOe and appzication. 

ect inition Of ZermiyoLlozy. 

mms ys SONTey anid orocedures. 

eco. CCl ION mecnanisms. 


mee COsleccion ane de0o0sit orocedures. 
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Qeaielessvent Ofannin=s and review. 
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3. ASS@SSNENT Olea. oe 


a. Operations ana vseynie ana Pememe 
2) 


"oc ose 
LMOrOVeMey bee nein tan ct ome 


in a Majority of tne SilCUaLI ONS, sete eae, 


Stood oy tneir proposed regulation. Some of the mise 
and establisned principles of tne discusston ca 
a. Voluntary donations were not exempted. 


OM AtCuULor: “elmore 2:0U 3.m. Was accepted as tne 
ae 


iinanciai INSU:iTULLON CuLofi time?’ om de peer a. uge 


oe 
Ui 


c. Tne Biliinzg process (Walch was nOt Writeen Yeo 
languaze of tne Law. put tne Treasury included 72 
9ecause diliins iS an inteztra: part of tite Cole eeeaes 
process aS perceived by tne Treasury). <A five day 
Olletne cyele Was esuaglisned. 


d. Ine Treasury adopted a policy taat it Would wie 
failure institutioOnai:ize casn manazemenceyae ees 
2acn agency. 


». Tne agency 18 responsiolie for evaluating it 
ror cost errectiveness, and if nov satin 
identify areas for improvemence and taxe app 
acCv1 On | kei i254 
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Tae Dericit Reduction Act was an inNDsOrtans aie eee 

tnat was welcome and overdue. Tne Treasury was receptive 
to their roie as an administrator for tne AcUR wat 
aoout tnélr business ennancing tnéelr pOSivt1OnN 42S (aus =e 
Organization in tne area of cCasn Wenasemene. Tae 122m 
or ome treasury's frunetion was the Greationwo. ae 


entatives from al. federal a2ceNc oe | 
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ier CMe lohOa se tn UwesOUSSlis tne Linas resjulacio 
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Mime eGo Te Qlaltabed wWlGd tie CONncSspe Of CaSu Manazeilent. 


subsequent meetings were hei:d witn OSD and recresen 
tTatives from tne armed services rinancial community. Tae 
Memeecnovs anOns tne armed Services was tUnav tne Federai 


Me 1ocer did nov direct tnat acvlion oe taken, and tneart 


Ct 
oe 
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ra) 
es 


Pecillo e,OVide Coe Initial guidance or direc 
meeetarhy, Usb asSuimllead tae POSITION Laat 10S roié Was one 
mumecoordinatlion Of responses from tne services; tne armed 
services were to respond directly woe une [reasury. 


™~ * * 


[Mies w2Os1tion eCnanged as tne Gifficuity of implLementin 
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Per@deic Reduction Act decame a reality. [Ref. 39] 


Pee DOD'S ROle in tne Impiementation of tne Deficit 
MeauneeLon, ACt 


DOD began acting on tne Legislation based on tne 


ce 


ederal 


ct 
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meewlrenmentvs ilsced in tne Finai Rute or e 


Meetscer JU0LiCation. aA mewiorandui was issued fro: tne 


oP) 
OF) 


Ofiice of the Deputy Assistant Secretary of tne Defrense 


{ne mnemorandcua announced 


Nea 


Meotov Otter) on 24 Occopver 193 
mee regulremenvts and inltiaved tne start of tne casi 
Maneazement review program. A.i DOD components wou.d 


Meee O2isit SUCN Drosrams in accordance wlitn zuideline 


OF 
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eM@oetLisned Dy the Jevoar MiteOreeere treasury, Tae Tess 


SoU oe wenttmrcoune tis Tromeaas 
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MmercicalL and controversia 


2 


previous discubs10ns centered On Cie eek ce 
components wWousd oreparée casa 1t1lOw davai o eee 

OT fa. Zaue On interpreted, tnis meant Fevleniiemeged 
receipt and disbursement cash tlow, an int ease oe 
considering tne avallability of time oefore tne 30 Sepuememm 


1960 deadline. [ker Sle 
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Nitain tne armed services, tne accountit= adieu 
eenters set upd aporopriated ottices for assess vite -a 
capaodliity for resoonding to tne ASSiStane Seen e ages 


memorandum and tne Treasury's requirements. 


(1) Tne Navy's response questioned the broad secop 
ot tne requirements oecause of tne SnOrv tine wrasse 
compliance. This question was pDrompced au.on- 
Treasury seminar, dut no response Was Groves 
Tne Navy's concern presented a consensus view tnaz 
tne accounting actlvity and tne sucoordinate Comme 
wouid oe overwnelined in trying to pertorm tne 
required task. ine Navy recommended tdav feeccwmee 
casn flow oe documented tnis fiscel year wage 
disoursements during tne next year. Tne Navy cnolce 
of receiots over disbursements Was atcr tou eee 
ongoing initiatives in tne area Of GissSurs2 ae 
in addition, receipts snou.d de fureiisr Gly tase 
meet tne Octooer 1989 deadiine for impiLementation. 
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DOTTOM iine from tne Navy's perspective 15 Chae were 
casn flows are too numerous and complex <0 Suge Go ee 
report of any significant vaiue Witiin tne aliotveG 90 ie 


Tne need ror addltlonal time was tne essence Ci thes 


Ween few oer ce Sureso20nse requested @ unitries 
Seite cesar ot OU y Ox Dressel concers over wneir 
Coupee ey co COMoty Witnin@eme crova@ed Uimerrane 
eee tee ced ede Ooo caxce a more  ective ro.e in 

eo tana wemecl 1S >. 


Souci cles se unos OL tne 
Dae ~crce Pequested that ct 
Pee eoieode tome Utdanee. eporoorlave Tormnae 1 or 
PO eae CmGCOncenu and timing of reports. 
Memos duccmed coage veonoa2sceravion ode given to tne 
duplication or erforts under Reform 63 waere an 
insenecOrmy Ol sGesM@ reoelOlsS, dlsdursemenvs anu 
fore ase eee Cl Vey  tleie reported. Finaily..t4e 
Mai we ormee s COs peu we Ge = 1OeCNClTiGation of improvenens 
Piero ChVeS =f Colac Mae [rOm Lis activity, and 
©eOnside-ed the Managenient value of cash flow reporve 
Gomoaced tO ete rcOst Of producing them. [xrers. 71, 
So)! 
(3) Tne Army's response ecnoed tne sentiments or tne 
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